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1. PURPCSE

- a This advisory circular (AC) provides information and
uidance material that may be used by repair station certificate
ol ders, operating under Federal Aviation Regulations (FAR

Part 14%, to design and inplement an Internal Eval uation Program
The procedures and practices outlined in this AC can be applied
to all of a repair station's operations.

b There is no regulatory requirenent for an Interna
Eval uation Program however, the Federal Aviation Adninistration
( FAA) encourﬁges such a programto increase the awareness of
managenment and al |l enpl oyees of their responsibility to pronote
continuous conpliance with all regulatory requirements and good
operating practices. Establishin? the type of program described
in this docunent is conpletely voluntary.

2 RELATED READING MATERIAL. A list of additional information
that may be useful 1n understanding and inplementing an Interna
Eval uation Program can be found in Appendi x 3.

3. BACKGROMND.  Although safety in air transportationis a
kparsishbl 118y shared bélcertifyéate hol der s ékd the FAA, the
ways in which this responsibility is discharged differ. yile
the FAA nonitors certificate holders' conpliance through periodic
Inspections, the certificate holders clearly have a superior
vantage point in nmonitoring their own perfornmance and have
greater resources to do so than the FAA. Al though the FAﬁ

provi des standards and gui dance and pronot es cong I ance through
Its surveillance, enforcement, and other prograns jt js tpe
certificate hol ders upon whomrests the primry and ulg[na e
responsibility to verify that their operations are continuously
in conpliance with all Tregulatory requirements. 'Eecau e
certificate holders are in the best position to i entl?
deficiencies and pronptly correct them it is to their advantage
to have a procedure in place whereby they nonitor conpliance and
continuously inprove their conpliance poSture. |nter a# revi ews
will inprove the certificate holder's ability to r'aent' y and
correct conpliance problenms in a nore tinely manner, jnstead of
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i npl ementing solutions. There are many ways to quickly identify
and correct problens. One of the nethods that has evolved over
the past few years, primarily used by the air carrier industry,
Is called internal evaluation

a. Devellommenit of the Internal Evaluation Process. The
concept of an Internal evaluation, as defined by the FAA was
devel oped in the late 1980's as part of several "FAA initiatives
to inprove the partnership between the FAA and the air carrier
Industry. The FAA had found that air carrier top managenment had
been shifting nost of its attention to financial matters at the
Eﬁlgense of operational issues, particularly conpliance with the

(1) At that tinme, the FAA considered making an Interna
Eval uati on Pro?ram a regulatory requirenent. This contenplated
regul ation woul d have instituted a process whereby an air
carrier's management would be nore directly responsible for not
only_conplylng wth the FAR but also having a systemto
continuously verify that operations were in conpliance with the
FAR, instead of relying on the FAA to do such verification
through its surveillance. The FAA decided it was premature to
develop a regulatory requirement. However, the FAA consi dered
the concept to be sound and believed that voluntary Interna
Eval uation Prograns should be strongly encouraged. '

_ (2)) Encouragenent canme in the formof neetings with

I ndustry representatives to explain the concept and discuss how
the FAA coul d support such a voluntary program In

February 1992, the FAA published the Air Carrier Internal

Eval uation Mdel Program Guide to provide additional guidance to
the air carrier industry and to FAA inspectors on the

i npl ementation of Internal Evaluation Programs for different
types of air carrier operations.

b. Related Programs. The Internall Evalwstien Programis
dbssily related to two oether recent programs of interest to many
certificated repair statiions.

. (8)The first programis the FAA voluntary discl osure
olicy. nder this policy, inplemented for repair stations on

y 20, 1994, if a repair station finds a potential violation of
the FAR reports it to the FAA and neets other specific
conditions, the FAA will not pursue an enforcenent action
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(i) An Internal Evaluation Programis an effective
method for discovering potential violations and devel opi ng
corrective actions that are ained at permanently elimnating the
underlying cause of a problem Corrective actions of this type
are one of the requirenents of the voluntary disclosure program

(i) Even though the internal evaluation process
suPports vol untary disclosures, it is not necessary to have an
Internal Evaluation Program to participate in the voluntary
disclosure program nor is it necessary to voluntarily disclose
any findings froman internal evaluation audit. Although the two
programs work well together, they can be mutually exclusive.

_ ~(2) The second rel ated %ro . Qua o
Monitoring (@) systemrequired by the Joint Aviation Authorities
(JAA) of any repair stations that performwork on aircraft
registered in the menber countries of the JAA that are used in
conmmerci al operations.

(1) . The JAA was forned in 1970 by the 13 countries
of the European Civil Aviation Conference ( ) to facilitate
certification of aircraft and aviation products built in Europe.
Since that time, the JAA has expanded its interests to include
the safety of aircraft, in particular their design, manufacture,
continued airworthiness, maintenance, and operation. The JAA has
devel oped its own repair station requirenents (JAR 14%) that
I ncorporate the concept of a QM function

_ ~ (i)~ The QM function, as defined by the JAA,

i ncludes independent, regular audits and enphasizes the role of
an accountabl e manager. Both of these are also basic
characteristics of an Internal Evaluation Program The Interna
Eval uation Programincludes the requirenents of the QM process
and several nore features, going well beyond the JAA quality
nnn|tor|rmt requi renents.  Consequently, a prpperIY | T?Ienented
Internal Evaluation Programusually will satisfy the JAA

requi rement for quality nonitoring.

(t:;ramis the Quality

e.. FAA Compliance Inspections Results.

(1) The FAA field offices regularly conduct inspections
of repair stations as a part of their surveillance work prograns.
Additionally, the FAA periodically conducts major inspections of
these facilities through the National Aviation Safety |nspection
R%Kgran1(mmsm®) and Re%:onaL Avi ation Safety |nspection Program
(RASI®).. Results of these inspections and routine surveillance
indicate that there are recurring areas of nonconpliance that
woul d not have occurred as frequently, or at all, if Interna
Eval uation Prograns had been inplemented. These areas are:
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(i) Failure to maintain a current |nspection
Procedures Manual that describes all processes permtted under
the repair station's air agency certificate (§ 145..4%((9)) .

1) Not performng repairs in accordance wth
manuf acturers’ procedures and the Inspection Procedures Manual
(§8 145.57(@) and 43.13(@))..

(1) | nadequate or outdated personnel records
(§8 145.39 and 145.43))..

. (iv) Performng work for which the repair station
I's not authorized (§ 145.53))..

(v)  Inproper handling of parts and naterials
(8% 145.43(@))) and 145.5%@)))..

o (2) While an Internal Evaluation Programw || not _
elimnate all instances of nonconpliance with the regulations, it
wll provide the certificate holder with a better overview of the
organi zation, systens, and procedures that may, in fact, reveal
sKstemc weaknesses or a lack of sufficient management controls.
These weaknesses represent the potential for nonconpliance;
consequently, identifying themin a systematic manner will often
permt corrective action before a nonconpliance situation occurs.

4 DEFINITIONS  The followng definitions apply to the
discussion in this AC and may not be the sane as simlar terns
used in other docunents or applications.

a. Fimdiingy. A concl usion, supported_ by evidence that there
has been or IS a process or product that is not in conpliance
with an established standard.

b  Concern. A conclusion concerning a system or process
that identifies a condition that may become a finding or a system
weakness, which could be the underlying cause of a future
nonconpl iance situation. A concern is not, at the time of the
exam nation, an exanple of nonconpliance wth a standard. [|f so,
it would be a finding.

e. Cbservation. A noteworthy feature of a systemor
procedure.  The feature noted is usually a positive or
commendabl e aspect that should be brought to the attention of
managenent to ensure that the feature 1s preserved and perhaps
adopted in other places, if appropriate.
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Recommendation. A specific suggested action that
addresses a deficiency (either a finding or a concern),
A recomrendation from an internal evaluation audit team should be
anal yzed to determine if it should be adopted. Correction of
deficiencies should be the responsibility of the affected
or gani zation.

~e. Control. A key procedure, responsibility, or
deci sion-making position within an organization or functiona
area. FEffective controls reduce the probability of action
contrary to established requirenents and reduce the adverse
consequences of such actions should they occur. It is the
controls used in all phases of the repair station's operations
that should receive the majority of the attention fromthe
I nternal eval uation

~f Inseeeidiszh. A critical examnation of an event or
object for conformance with a standard. Results of inspections
are reported only in terms of findings.

Audit. A nethodical, planned exam nation of processes,
records, and transactions to verify conpliance with a specific
audit criterion. Inspections are normally a part of an audit.
Results are primarily presented in terms of findings and
concerns. Auditing measures against a defined standard, but does
not anal yze the standard.

h Evaluation. An examnation and evaluation of al
aspects of a process, both positive and negative, and includes a
review of standards, if appropriate. An evaluation is a process
designed to take a larger view of an operation or organization
than an audit. An audit is a subset of an evaluation. Results
of evaluations are presented in terns of findings, concerns,
observations, and reconmendations.

~i. Internal Evaluation. A conprehensive, continual _
monitoring process that is initiated and managed by the repair
station, even though the personnel actually conducting various
audits as part of the evaluation program nay be internal or _
external to the repair station. he objective of this process is
to pronote attitudes and procedures that build quality into a
product rather than depending on corrections of deficiencies to
meet quality goals.

§ Toe Nhna%enent. A certificate holder's chief executive
officer (CEQ, chief operating officer (COO, president, or a
person in an equivalent position who has the authority to resolve

| ssues and take action and can be held accountable for quality
issues. The FAA believes that top management should be well
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aware of the plans, results (findings, concerns, and
observations), and followup actions undertaken in an Interna
Eval uation Program

5 PROGRAM FEATURES | nternal evaluations should be part. of an
overall Internal Evaluation Program that has witten descriptions

of the key elenents of the program The rogran1shoulg have
structured and Flanned series of evaluatléhs that are eS|gne3 to
I nprove the quality of aII.stePs and functions in the process
that leads to a final repair station product.

a. Understanding the Basic Features. An Interna
Eval uati on Program 1s:

(1) A Svystens-omiienitedi Process. A continual process
that incorporates tThe techniques of i1nspections, audits, and
eval uations to assess the adequacy of nanagerlai cpntrois and
processes in critical systens and to continuously inprove those
systens based upon the results of regular evaluations.

(2) More than an Audit. A review that eétFnds beyond
regul atory conpliance to determ ne the causes of deficiencies and
detect needed enhancenents to conpany operating practices before
deficiencies occur. An Internal Evaluation Program woul d.
normal Iy verify conpliance with conpany procedufes, policies, and
sound business practices as well as l|egal requirements.

o (3) A_Corrective Process. A process that analyzes
deficiencies, develops corrective action plans to correct
deficiencies, and perforns fol | owup evaluations to verjfy that
those corrections have taken place and have been effective.

_ g}@ A Programw th High Level Attention. ap
i ndependent process that organi zationalTy has Sttssightiine
reporting reegponsibiiity to t op managenent.

b. An Additional Qualliity Assurance Process. The [nternal
Evalus¥ion Programsheulld not be m sunderstood as g Prroagram t hat
replaces existing regulatery auditing requirements| syeh as the
inspesction prograns eiited in § 145.4% of the FAR 't s
canpiiethansive and inelludes identifying corrective aetiions,
verifyting that those aetiems have faken pl ace, and, ensuriihg t hat
probl ems do not re-eeeur.. Further, one of the fbst eritieal
aspects of an Internal Evaluation Programis the regullar
day-to-day invol vement of top management, which typicaily
gust%pgunshes it fromthe normal repair station inspection

unetions.
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e.
cover all

items to

Br oad Appliieabtillitv
systens, processes,
of the repair _ _ ; _
e covered since each operation is unique

AC 145-5

The internal evaluation should
and products that are basic parts
' There is no set list of

but a

station's activities.

representative list of areas to evaluate would include:

(1) Facilities and equi pment.

~ (2) Station authority and |imtations versus actual
practice including controls over any deviation authority.

Personnel qualifications, training, and staffing
| evel s.
(4) Mnuals and airworthiness data.
(5) Continuity of work and supervision during personne
changes.
(6) Supplier selection, approval, and surveillance
(7) Parts and materials handling.
(8) Inspection and quality control processes.
(9) Tool adequacy and calibration.
(10) Maintenance release process.
(11)) Defect reporting.
(12) Records and recordkeeping procedures.
d. Potential Benefits. An effective Internal Evaluation

Program may bring benefits to repair stations that go beyond

regul atory
over si ght

conpl i'ance. _di s¢ .
-~ afforded an organization through internal
can provide better managenent

and added
_ eval uation
information and controls, |eading

The discipline, structure,

to increased efficiency.

6  LNTERNAI FVAIUATI ON PROGRAM DFSCRI PTI ON.

essenti al

The following are

elenents of an Internal Evaluation Program  Each of
these shoul d be described in a program docunent.
soonSiihiilliit As a part

a.
of identifying interna
I ndependence,

per sonnel

Par 5

to conduct the Internal
shoul d describe their organizational
conpany in light of their interna

- e ..
er. eval uation responsibility and
certificate holders should identify resources and
Eval uation Program and they

I ndependence within the
eval uation functions.
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I ndi vidual s conducting internal evaluations should not be _
responsi bl e for acconplishing or managing work in the areas being
evaluated or the tasks being reviewed. This concept may have to
be nodified for some very small operations.

(1) For some certificate holders, the size of the
operation may justify the costs associated with having full-time,
dedi cated resources and personnel in a separate Interna
Eval uation Departnent.  However, when fu)l-tine, dedicated
resources and personnel are not Rraptlca., procedures should be
establ i shed so that any persons having direct responsibility for
the areas to be evaluated are not involved in the selection of

the eval uation team

. (2) At very small operations, a reasonable Internal
Eval uation Program m ght consist of developing checklists and a
schedule (monthly, quarterly, semannual, or annual) for
acconplishing checklist items. FEyen in such cases, the revjew
shoul d include a witten statenent ckno edging the conpletion
of the checklist itens and the signature of a top management
official. Under these conditions, occasional independent
oversight of checklist item devel opment and acconplishnment should

be consi der ed.

#Q)Cbrtlflcate hol ders that use outside resources in
support of, or to acconplish an Internal Evaluation Program
shoul d show that use of those outside resources is coordinated

t hrough a chain *f conmand that reflects independence and cont act

with top managenent.

(4)% A certificate holder's Internal Evaluation Program
document should identify the person and/or group within the
organi zation who has the responsibility and authority to:

, (i) Performor cause to be perforned eval uations,
audits, and inspections as a part of an ongoing Interna
Eval uation Program

(i) Identify and record any findings or concerns
and the evidence necessary to substantiate those Tindings or

concerns.

i) Reconmend or assist with the devel opment of

(i)
solutions to findings or concerns.

Verify the inplenmentatio S0

, (v n of lution
consi st ent vmgh)the action plan and validate that sol ut

ns
utions work.

(v)  Communicate and coordinate activities with FAA
personnel on a regular basis.
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(5) A senior |evel nanagenent representative shoul d
accept the responsibility to ensure that an Internal Evaluation
Program is properly established, inplemented, and naintained.
Further, this individual should have the authority to see that
appropriate corrective actions are inplemented in a tinely
manner.  This managenent position should be above the |evel that
directly supervises work acconplishment or procedural devel opnent
and shoul d have direct contact with the CEO or equivalent. or
smal ler certificate holders, it is appropriate that this person
be the CEQ, president, or equivalent. This senior |eve
managenent representative would also neet the requirenents for an
"accountabl e manager" as defined by the JAA.

h. T . ccoumftailliitty;. To be
efftectiree, an Internal Evaluation Program nust have the attention
of tep managenent regularly, not just when the progtami s,
initiatedl. “Top management should review internal évaluation
results to verify that satisfactory corrective actiohs have been
inpl efented .

¢. Continual, Structured Process. In order to effectively
anticipate potential problem areas and correct them before actua
findings occur, an Internal Evaluation Program should be a
continual, ongoing function. An internal evaluation is intended
to be nore than spot-check inspections of operating practices.
O and by thensel ves, spot-check inspections will do little nore
than identify synptonms of potential problens.

o (1) A continual process is needed to verify whether
findings are isolated instances or actual synptoms of policy,
procedural, or managerial problems. A continual program shoul d
I ncl ude schedul ed eval uations, followup evaluations as
necessary, and special evaluations when trends are identified.

(2) Having a wel | -structured program ensures that al
areas of operations are covered at appropriate intervals. It
also institutionalizes the process so that a change in personnel
does not adversely affect the program

d APlan for Schedulin% Eval uations. It is essential for
a repair station's Internal Evaluation Program to include a
defined schedule of activities. This planned schedule will serve
to verify that the Internal Evaluation Program is conprehensive,
well-confrolled, and timely. A published sSchedule also provides
a vehicle for keeping managenment i nformed.

_ (1) A proper internal evaluation schedul e shoul d

i nclude a planned cycle for ﬁer|0d|cally review ng areas
specified to be covered by the certificate holder’s Interna

Eval uation Program  However, the scheduling process should also
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be dynamc and allow for special evaluations when trends are
identified. In addition, fol|owup evaluations should be
schedul ed as necessary to verlf% that corrective action
commtnments were net and that they were effective in elimnating
anY reported findings or concerns. Planned, special, and

fol owup evaluations, all of which conprise an effective
internal evaluation schedule, are further described bel ow.

, i) El@PﬂQQ_deLE. An effective program will
establish a séhedule of events that wll %e perf%rn%d during a
set calendar period under the Internal Evaluation Program A
keY areas will be reviewed at |east once each year. |t j
hel pful to divide the conplete schedule into segments tha? are

ractical from the workload standpoint. Tbme er, it is inportant
0 schedule evaluations to allow enough flexibility for reSources
to be coomtted to special evaluations or followup evaluations,

I f needed.

_ (i) Special Eval uations. = Conduct  speci al
eval uations based on concerns or priorities set by top
managenent.  The need for special eval uations can be driven by
such factors as a review of industry trends, FAA concerns, or
identified internal adverse trends.

(iii) . Followup Evaluations. Schedul e .and conduct
fol l owup evaluations to ensure that corrective action
coomtnents were met, to verify that corrective actions
(described below) were effective, and to review steps taken as a
result of FAA surveillance findings.

e. Corrective Action Plans. An Internal Eval uation Program

shoul d include procedures that ensure that corrective action
pl ans are devel oped in response to findings or concerns and for
monitoring corrective action plans to verify their tinely and
effective inplenentation. |nternal evaluation personnel shoul d
ﬂgrt|0|pate in the devel opment of corrective action plans.

wever, organizational responsibility and accountability for t
devel opment “and i npl enentation of corrective action plans shoul
reside with the technical departments cited in the finding or

concern.

he
d

(1) A proper corrective action plan should include the
foll owi ng el ements:

éi)- A detailed description of the finding or
concern and how it was discovered. Thi ShouLP i ncl ude
di scussion of the scope and extent of tﬁe problem so that
candi date solutions can be anal yzed properly.

10 Par 6



09/27//95 AC 145-5

(i) Analysis of evidence to determne the root
cause(s) of the finding or concern.

(i) Identification of planned corrective steps to
be taken in response to the finding or concern.

(@v) Inplenmentation schedule, including a tinme
frame for putting corrective steps in place.

(v1  The individual responsible for inplenenting
each of the corrective steps.

(2) The individuals responsible for managing an
Internal Evaluation Program should facilitate the corrective
action process by:

(i) Ensuring that corrective action plans are
devel oped in a tinely manner.

(i)  Verifying that corrective action plans include
the el ements outlined above.

. (1) Monitoring inplenmentation of corrective
actions.

(iv) Providing top management with an independent
assessment of corrective action plan devel opment and
| npl ement ati on.

vl Initiating scheduled and/or unannounced
foll owup evaluations to ensure the effectiveness of corrective
steps specified in corrective action plans.

f  Records. The results of an internal evaluation audit
and the review of internal evaluation information by top _
management shoul d be documented in reports and other appropriate
records, consistent with the process of internal reporting at the
repair station. The repair station should decide upon the
frequency, format, and structure for informng top nanagement of
internal " evaluation plans, results, and followup actions. It Is
reconmended that the reporting structure also be docunented by
the repair station and becone a part of its program plan.

él» intearmall Eval uation Pro?ranlflles sheufld include
schedulled evalluation reportss; special evallstion repottts,
inefludeng t he trends ot other reasons for scheduling a specia
evalluation, ecorrective action plans; and results of followup
evalluati ons.
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_ (ZP Recogni zi ng _that much of the information contained
in Internal Evaluation Program records could be proprietary, a

repair station should maintain and secure these records on their
premses. |If given to the FAA proprietary information will be
protected by the FAA in accordance with applicable |aws and

regul ations.

_ (g» Sharing Internal Eval uation Programinformation
with the FAA at the repair station offices can enhance the
working relationship between the FAA and the repair station. _

nformation not required by regulation that remains on the repair
tation's property would not nornmally be subject to public

I scl osure.

g Specialized Training and Experience for Evaluators. Tpe
eval uatorS tThat are used Dy the repair station should have
training in the specific procedures used by the repair station.

I
S
d

o ?P Eval uat ors shoul d be trained and experienced
specifically with the evaluation of quality systems. (enera
I nspection experience only is usually insutficient.

_ (2? The internal evaluation concept enphasizes the
anal ysis of procedures, systems, and nmanagenent controls |t jg
not another [ayer of transaction exam nation and hardware

I nspections.  Rather than just verifying the work of the

I nspectors, for exanple; it analyzes the inspection system
Consequently, it requires differént skills.

7 AUDI TING PROCEDURES — EXAMPLE  The basic tool for
acconpllshln% an evaluation 1s the audit An. audit provides
assurances that an organization's nethods conform to'ifs
requirenents, and it assesses the effectiveness of managenent
controls. Audits help answer the question, "Are the actua
practices consistent wth the defined standards?” the fql|owing
exanpl e denonstrates internal evaluation procedures and the "use
of auditing concepts in the context of a typical repair station
function. This exanple addresses the procedures and systems for
ensuring that all parts used in nodifications or repaifs are
approved for such use. Additional information on auditing
techniques is provided in AppendiXx 2. The exa |e denmonstr at es
the need for an evaluator to understand tRe COHB ete system and
the applicable requirements. |t is inportant to remenber that
the use of the word "system" in this discussion refers to al
elements that inpact a function-the relevant policies,

procedures, management, operating personnel, trajning|, paperwork,
facilities, and equipment.
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a. Background. For the purposes of this exanple, assunme
that a repair station has an Internal Evaluation Programin place
and there are trained evaluators available, either wthin the
conpany or from outside sources. As part of an ongoing series of
audits, a small team of evaluators has initiated a review of the
systens that the repair station uses to control its parts suppl
and ensure that only correct &app(oved) arts are used in any o
its work. The objective of this internal evaluation task is to
verify that the repair station has the proper procedures,
personnel are properly trained, and the nanagenment controls are
functioning so that unapproved parts will not be used. It Is not
S|np[¥ a spot inspection of parts and/or the related paperwork to
see iT any unapproved parts can be found.

b  Process. For nost internal evaluation tasks, including
this exanple, the basic steps are as follows.

(1) Step 1: Understanding the Svstem. The processes
that could affect parts usage in this repair station include the
establ i shment of policy, the documentation of procedures, the
ordering system the receiving |n5ﬁect|on process, Parts storage
and tracking, parts selection by the nmechanic, and feedback on
the performance of parts. Each” of these processes should be
reviewed by internal evaluators. To illustrate the concept, the
parts ordering and receiving inspection processes wll be
di scussed. he types of questions that should be asked to help
understand this systemare illustrated below. Note that this is
not a conprehensive list, but only exanples of the types of
questions that should be on the checklist. For the host part,
the questions are oriented toward systens, procedures, and
responsibilities rather than toward the inspection of parts.

_ (i1 Wiat witten poljcy exists? Wio is
responsi bl e for developing that policy? How is conplete
di ssem nation of the policy ensured?

_ UJL Were are the purchasing procedures found?
Wio is responsible for them and for seeing that they are _
followed? Wio is responsible for parts selection when ordering?
Are automatic reorder quantities periodically audited?

(1i1) How does the repair station identify approved
sources of parts? |Is there some form of supplier surveillance?
How are rotablles tracked when they are at another repair station?

iv) Wat are the receiving inspection procedures

with regard t% parts? whe is responsible for these procedures?
How are the procedures updated when necessary?
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(v) How do receiving inspections personnel know
about the policy and ﬁrocedures? Lf there is a. change, what is
in place to be sure the change is known By aFI |nspegtors?

, qmq How are parts stored and traced in the
I nventory? | here is a shelf life, howis it tracked? \at
happens when a part in stock exceeds its shelf life?

(vii) \Wat is the systenfprocedures for a nechanic
to draw a part from stock? Does this 3ysten1protect agai nst the
selection of an incorrect or unapproved part? poes it work
based on personnel perceptions? ’

(2) Stex» 2:: fdenttiffviing Control s. Once the evaluyators
have devel oped a good understanding of how the s stenloperéfes,
the next step is to identify the built-in controls that ensure
the system functions in accordance with the repair station's

I nspection procedures nmanual (IBY) and the FAR

_ ') Does a schedule exist to conduct periodic
reviews of the repair station's policy to ensure that it reflects

the actual functions of the repalir station? \pen item i
added or deleted fromthe repair station's capa%il??jese_ at
procedures are in place to ensure conpany documentation is

updat ed?

. (i1) Do purchase orders above a certain _dollar
anount require a higher level of nanagenent's approval ?

_ (i) . How do purchasers know whether a source of
parts is approved? Does the repajr station have an approved
¥end?% |H$t17and is it periodically updated? whe is responsible

or the |ist?

. iv Do the, shipping. and receiving facilities
provi de segréﬁa?ed areas for Pﬁco%1ng and outgo?ng servi ceabl e
and unserviceable parts?

o _ v) . Do inspection personnel receive training on
receiving inspection procedures? |s the training docunented? Do
new i nspection personnel receive |n§octr|nat|on t%ajnlng before

conducting recelving inspections?

_ ?%? Wien inspection procedures are revised, do
I nspectors cohplete a record that indicates they have been made
aware of the revision? |s this record revl?vved to ensure all

i nspectors have received the appropriate Information?
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(vii) Are periodic parts room inventories conducted

to ensure that the inventory tracking systemreflects the actua
quantities on hand?

(viii) Are shelf-life sensitive itens tracked
separately in the computer or other tracking systemp Do parts
room personnel conduct periodic reviews of shelf life IBens apg
discard any expired items? Is it clear who is responsible? a
report that docunments the onphetion of  the ﬁhF}f Jgfe.review
provided to managenent? \Wat happens if a shelt-life itemis
found expired?

_ (ix) Is access to the parts roomrestricted to
aut hori zed personnel or may anyone enter? HOW IS access
controlled? whe is responsible for ensuring that access is
control | ed?

(3) Step 3: Fvaluating Contraols — DO thev work?. An

evaluation of whether a repair station's controls are properly

functioning nmay require a reV|eW of recorgs, i nventory |ists,
parts documentation, warranty claim records, and an inspection of

a sanple of parts. Aso, an inportant Part of any verification
process is the personnel interviews. |T personnel do not know
policies or feel that they ahe *gpored, nmanagenent controls are
not functlonlng properly. = The followng typés of questions may
be used to conduct this portion of: the evaluation.

o (iy Does a record exist that indicates ﬁhat a
periodic policy review has been conducted? IS It conplete and up
to date? Does a review of the repair station's procedures
reconcil e agai nst the current IPM?

(i) Do high-dollar purchase orders indicatg that
n?nagenent approved the purchase with a signature, iﬁhtmgis,
etc.”

(i) Do records |ist how many parts have been
returned to vendors because they do not pass the receiving
inspection? Does the current approved vendor |ist include a
revision date?

(@v) Do training records and interviews indicate

that initial training and receiving i pspection trainin haKe been
conducted for inspection personnel? Do records indicate that

training was conducted within a reasonable time after each
revision of the LPM?
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_ (vl How often are differences discovered between
t he |nventor¥ system and the actual nunber of parts on hand?
Al'so, how often are stocks depleted wthout making a new order?
How often nust the repair station order items on an
aircraft-on-ground (AOG) status?

qan ‘Wen conducting the shelf-life inventory, how
often are ex? red items found? Do inventory records indjcate
that these items have been renoved from stock and properly

di sposed of? If items were found that were substantiallz beyond
limts, is there any documentation of what action was taken?

. (vii) . How many warranty clainms has the repair
stat ion been requiired to adjust in the past 6 nonths? How many
FAA entorcement aetions or [etters of investigatﬁon has t he
repair station experienced in the past 6 nonths?

_ (viii Select a saqple of parts using statistica
sanpling procedures (See Appendix 1).. Are the parts properly
tagged or otherwise identified? What paperwork is available’to
demonstrate that the part is approved?

_ (4) Step 4: Reporting the Results. Results of an
audit general 'y do not cover positive items nor do they reconmend
actions. Under an Internal Evaluation Program these, afiBgg with
findings and concerns, are inportant elements of the repdrt
%bpfequently, an evaluation report should include at |east the
ol | owi ng

i) Seeee of the eval uation. Tth shoul d incl ude
the areas evaluated, personnel infterviewed (to be done In genera
terms to provide managenent an indication as to the scope and
depth of the review wthout violating any confidentiality),
records exam ned, sanpling plans, etc.

_ (i) Results. Descriptions of each finding or
observation presented in such a manner as to indicate the
relative inportance of each. This will allow responsible
personnel to set priorities for devel oping responses.

(1) Recommended corrective actions. |n some.
cases, there may be nore than one alternative recomended; in
others, there may not be sufficient information for the
eval uators to develop a reconmendation

, ﬁ@nﬁ Positive results. (Sone might be shared
between different units within the repair station.)
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m@mwcmnwob report standard form should be mmnmeHmeQ A
BOssible format is shown in paragraph 7c.

{5)
Corrective action UHmBm should be developed principally by the
organization responsible for implementing the corrective action;
however, if the evaluation team has properly conducted its
evaluation, it will have a detailed understanding of the systems
and procedures underlying the problems and should be able to
assist with the analysis of alternatives. The internal
evaluation team should ensure that a corrective action plan is
developed in a timely manner and includes all the key elements,
particularly when corrective action is to be implemented and who
is responsible for implementation.

(6) . To be effective,
the Internal m<mwcmdwos Program should have follow-up evaluations
any time a significant corrective action is planned. The purpose
is two-fold: to confirm that the action has taken place as
planned and to verify that the fix has been effective. If a
properly implemented corrective action does not work, new
alternatives should be developed as soon as possible. Keeping
management aware of the results of follow-up evaluations is an
essential part of the program.
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e. Internal Evaluation Report - Exanple

8 PROGRAM PLAN. The FAA recommends docunenting Interna

Eval uation Program procedures and responsibilities in a program
plan.  This paragraph provi des suggestions for preparing an
structuring a program plan.

a. Planning Process.

(1) Certificate hol ders shoul d determ ne what |evel of
formal program plan devel opment is consistent with the size and
conplexity of their operation
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_ (?XIA program plan shoul d describe the duties,
responsibilities, procedures, and organization of a certificate
hol der's Internal Evaluation Program Ternms and elements defined
in program plans should be consistent with those outlined in
paragraph 7.

~(3)) Copies of the program plan should be distributed to
appropriate conpany personnel so that they are aware of Interna
Eval uation Program procedures. In addition, revisions should be
made as necessary to ensure that the program plan continues to
reflect the certificate holder's current internal evaluation
procedures and organization

_ (4) Even if a certificate holder elects to prepare a
witten program plan or revise an existing plan, the FAA will not
approve or otherw se fornmally accept program plan contents.
Docunenting the procedures and responsibilities associated wth
any program is considered good practice. For certificate holders
who choose to prepare a program plan, the FAA will be available
to provide assistance if requested.

b, Plan Structure. A sanple outline of a program plan,
using the program elenents discussed in this AC is provided in
Appendi x A, his outline should be viewed as a sanple of itens
that warrant consideration when a_certificate holder is designing
an Internal Evaluation Program  The nunber of itenms addressed
and how they are documented will ultimtely depend on the
conplexity of the operation.

9  ORGANI ZATI ONAL MODELS.  Each repair station is unique wth
regard to size, ratings, facilities, personnel resources, and
method of operation. Therefore, no single t¥pe of structure wll
be appropriate for all types of internal evaluation

organi zations. Three basic types that may be used are a

Dedi cated Internal Evaluation Department, Dedicated Individua
Manager and Tenporary Eval uators, and a Conbination of Interna
and External Resources. Qther organizational structures may also
be appropriate. The nost critical elements are an adequate |eve
of independence and a reporting process that ensures an
account abl e nanager is aware of the evaluation results. It
shoul d be emphasized that any of these organizations nust have
the support of the highest levels of the conpany to ensure the
effectiveness of the Internal evaluation process.
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a. Dedicated Internal Evaluation Department. This nodel
presupposes a large organization wth nultiple departments and
perhaps, satellite locations. This departnent is responsible for
performng periodic, conprehensive evaluations of the entire
organi zation.  The dePartnent woul d report directly to the CEO or

00 of the repair station as a staff function, yet work closely
with the operating departnments to remain aware of current

operating practices and to provide constant feedback to those
depart nents.

PRESIDENT

INTERNAL
EVALUATION

I I MATERIEL
PRODUCTION SCHEDULING INSPECTION TECH. PUBS.

Figure 1: Internal Evaluation Program Mdel, Dedicated
Internal Evaluation Departnent
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b Dedicated Individual Mnag Nd Tefipot-ar al uat or
This organizational nodel has only one individual fully dedjcated
to the internal evaluation process. Enployees from the various
operating departnents, usually one from each departnent, are used
as tenporary evaluators. This nethod conserves Ferspnne
resources,_yet ensures a continuing Internal Evaluation Program
USIDQ.8U3|| ied personnel on a part-tinme basis. The selected
i ndividuals report to the head of internal evaluation only for
the time they participate in the internal evaluation proceéss.
This nmodel is suited to the mediumsized conpany where a ful
Cco ]Fnﬁgt of dedicated internal evaluation personnel nmay not be
justified.

. 1
—— e Tl y e P e Sl ‘“"]
e J 1
PRODUCTION SCHEDULING CHIEF TZQLESLEBLS
MANAGER MANAGER INSPECTOR MANAGER
T R R

' ' ' '
STAFF STAFF STAFF STAFF

INTERNAL
EVALUATION
MANAGER

| PART TIME EVALUATION TEAM

ernal Eval uation Program Mdel, Dedicated

Figure 2: Interr
I ndi vi dual Manager and Tenporary Eval uators
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¢. Conbination of Internal and External Resources. This
model conbines the use of internal and external resources to
create a hybrid Internal Evaluation Program At least one
conpany person is designated as the head of the internal
evaluation function either on a full-tine or part-tine basis.
This individual is supported by a combinati on of conmpany
personnel and external experts'in the field to perform periodic
conprehensi ve eval uations on the organization. The externa
experts may conme from an industry association, a parent company
or a contracted organization, however, the prlnarK I nternal
resources remain responsible for the results of the evaluations,
sharing of information with the FAA incorporating needed changes
to their ongoing duties, and the organization's basic integrity.

P!T I
| INTERNAL EVALUATION I
EXTERNAL RESOURCES

TION I QUALITY I MATERIEL
PRODUC CONTROL TECH. PUBS.

Figure 3: Internal Evaluation Program Mdel, Conbination
of Internal and External Resources
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10.. FAA RESOURCES AND ASSI STANCE. Al though the devel opnent and

i mpl ementation of repair station Internal "Evaluation Prograns is
conpl etely voluntary, the FAA can provide assistance. The,

assi stance is available for developing, inplenenting, and
continuing operation of the program This section sumuarizes the
FAA resources that are available.

a. Each resource, whether at the field, regional, or
headquarters |evel, should first be approached through the
certificate holder's principal inspector. Availability of sone
resources, particularly those of an automated nature, ‘may bie
limted because of internal FAA requirenents.  Coordination
through the principal inspector will ensure that appropriate
consi deration is given to each request for information or
assi stance made by the certificate holder. Available FAA
resources have been subdivided into three separate categories:
automated, personal, and witten.

. (1) Automated Svstefs. Autonated systems are conputer
applications developed to assist FAA ﬁersonnel In analy2|n? and
overseeing aviation safety. Sone such systens are generally
accessible only to authorized FAA personnel. Accordingly, access
Is restricted ‘and information requests should be cooré?nated
through the certificate holder's principal inspector. A brief
description of the automated systens applicable to the interna
eval uation process is presented bel ow

) Automated Federal Aviation Regulations Systefn
stAR@x. AFARS provides access to the fullT text of the Federa
viation Regulations. It permts the user to locate all
applicable FAR references to a particular subject and to find
citation and cross-references within the regulations. AFARS
contains the current edition of the FAR and is continuously
updated as the regul ations change.

~(ii) . Accident Incident Data System (AlDS) Al DS
collects information on aircraft accidents "and incidents
involving US. -registered aircraft. Users of the system can
query the database for data concerning certain kindS of aircraft
and specific causal factors, such as nmaintenance actions.

(iti)  Service Diffieultty Reporting Systesn (SDRS))..
SDRS col I ects information relating to the identification o
abnormal, potentially unsafe conditions on aircraft or in
conponents and equipnment.  SDRS can be used to identify trends
bef ore nechanical failures occur. The database is continuously
updated through reports received principally from naintenance
personnel at air carriers and repair stations.

Par 10 23



AC 145-% 09/ 27//9%

. (N? Poliiev Svstem. The Policy System tracks
r2rtaiifh types of documents witten to clarify regulations issued

by headquarters and regional offices. The system contains

i nformation from FAA handbooks, orders, ACs, nedical guideline
letters, FAR legal interpretations, preanbles to rules, policy
menoranda, and the full text of docunents originally contained in
t he Regul atory Background Reference Subsystem (®BRS).. Use of
this system particularly with the principal inspector, mght
help resolve differences in the interpretation of specific

regul atory requirenents.

_ (v) Profeet Traekiimar and Repettiiha Svstem (PTRS)..
The PTRS is used primarily for agency tracking of field and
regi onal personnel workloads. However, inspectors also enter the
results of inspection activities, so it is a source of useful
information on technical safety issues as well. Use of the
Vol untary Disclosure Policy will be recorded by the PTRS and thus
the associated information will be available for analysis by
other FAA inspectors and, on a de-identified basis, by repair
stations.

h. District, Reegiesall, and Headquarters Resources. Listed
bellew are resources avallable to assist repair stations with
Internal Evaluation Progranms. Contact with any of these
resources should be coordinated with the repair station's

principal inspector.

(1) District Level. Flight Standards District Ofice
ersonnel can work directly with the repair station and
eadquarters personnel to inplement this program Headquarters

will provide guidance to the district office upon request.

_(2) Reelional Level . Each region provides technical and
managerial assistance to field offices within its region and
hel ps. to coordinate activities anong the offices. Although the
Br|n¢|pal i nspector remains the focal point, regional perSonnel
y virtue of their wide scope of activities, are often able to
provi de assistance beyond that available fromthe principal
I nspect or.

~ (3) Headewantterrs Level . Inspectors with questions
concerning the internal evaluation program for repalr stations
may contact the Flight Standards Aircraft M ntenance Division
(#FS-300)). .

e. Witten Resources and Training Courses. The FAA
BrOVIdeS technical publications and educational courses that may
e of assistance to repair stations. FAA publications include
ACs and documents written primarily for FAA inspectors that are
also helpful to certificate holders. In nany cases, FAA interna

24 Par 10




09/27//9% AC 145-%

publicationg deseribe the methods of surveillance used by

I nspectors and cl arlify t he standatds that apply to a cerfificate
hol der. This understanding can be used by the repair station to
|npnqve internall evaluatien pliusedures t hat address regul atory
conpl i ance.

(1) Avail able witten publications are identified in
panphl et FAA-ARA-RG-13, entitled Quide to Federal Aviation
Adm nistration Publications. This free publication can be
ordered from the follow ng address:

U S. Departnent of Transportation
Progerty Use and Storage Section
M-48..3

Washi ngt on, D.C. 20590

The guide describes all FAA 4publ ications, including material
directed prlnarll¥.at Part 145 repair stations. Sone of the
avai | abl e publications are listed in Appendix 3 of this AC

(2) Additional FAA resources exist at the FAA Acadeny,
| ocated at the M ke Mbatoney Aeronautical Center in Gkl ahona
City, Oklahoma. The Acadeny provides FAA initial and recurrent
training in a nunper of technical disciplines. |Industry
Eersonnel are invited and encouraged to attend these courses.
AA courses focus on such key issues as the evaluation of _
aviation managenent systems, quality assurance systens analysis
review techniques, and aircraft nmaintenance reliability prograns.

(1) Acadenmy courses are open to industry personne
on a space-available basis. The techniques and procedures
| earned during FAA courses provide repair station personnel wth
val uable information applicable to the analysis of their own
oper ati ons.

(i) Repair stations interested in participating in
Acadeny courses should first request a current copy of the FAA
Cat al og of Tralnln? Courses. . Courses listed in the catalog are
not necessarily offered continuously. The catalog and a |jsting
of the courses currently available can be requestéd from the
address below.  Repair stations should make their request on
conpany letterhead. Address the request to:

Program Director, FAA Acadeny, AMA-1

P.0. Box 25082
Okl ahoma City, Okl ahona 73125
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(i) Once a particular course has been selected,

the repair station should contact the Acad 0 _ascertai pace
availability and the cost of the course. Eﬂzsglons di r &cfledPFo

t he Acadeny should be on company |etterhead and should be sent to
t he addresS above.

11 CoNargsSroM. Devel opment of Internal Evaluation Programs, as
di scussed in this AC, should help the conpany to ensure that
conpany policies and procedures are responsive to growh and

change and continually conply. wi approprjate safet
requ?renents. Furthe?ﬁorevp ¥he %ﬁA gProﬁg\y encour ages

certificate holders to make Internal Evaluation Prograns an

integral part of their everyday nmanagenent process ?nd take full
advantage of the voluntary disclosure policy. viation sarety Is

best served by progranms that allow certificate holders to

i dentify and correct instances of nonconpliance and invest nore
resources in efforts to preclude their recurrence, rather than
pay civil penalties after nonconpliance.

ofas C. Accandii _
Director, Flight Standards Service
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APPENDI X 1.. PROGRAM PLAN SAMPLE QUTLI NE

The following is an outline of a typical internal evaluation
program plan, with brief descriptions of each main subject area.

1 OBJECTIVE AND POLICY.  The ob%gctive shoul d_be a statement
that clearly deflpes tFe purpose and structure of the repair
station's Internal Evaluation Program i

foll owing the objective should indicate fﬁé{c¥h§t%B?BBP5?e Vi ew
of the programis that it is independent, that it actively

i nvol ves top management, and that it is an ongoing process
designed to identify potential problem areas.

2 DEFINITION OF TERMS.  Ter th i1 nsi st ent |
in the I'nternal Evaluation P?og?anlghonfd bgedgffgeéo stre Y
exanmple, a repair station should have a procedure for

categorizing results (e.g., a finding or concern). desi r ed
there can also be a scheme for ordering findings so {ﬁat ’
managenent can quickly identify the ones that have the nost
serious consequences. These categories, as. well as Oéh r terms
apP!lcabIe to the internal evalualion funcﬁlon, shoula"Be © early
defined and docunented so that conpany personnel can understand

and properly interpret them

3 DUTI ES AND RESPONSI BI LI TI ES. he duties and
responsibiTities of i1nternal evaluation personn& shoul d be

docunent ed.

a. The repair station should specify which personnel are
responsi ble for performng the follow ng tasks:

(1) Supervising the internal evaluation function.
(2) Devel oping eval uation schedul es.

(3) Perform ng evaluations, audits, and inspections as
a part of internal evaluation.

(4) Identifying and recording any findings or concerns.

o (5) Collecting the evidence necessary to substantiate
findings or concerns.

orobl ens (6) Initiating, recomending, or providing solutions to

~ (7)) Monitoring the devel opnment and inplenmentation of
corrective action plans.
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(8) Maintaining and updating internal evaluation files
(9) Verifying the inplenmentation of solutions.

(00) Coordinating Internal Evaluation Program activities
wi th FAA personnel

b This section of the program plan should show that
personnel responsible for the tasks |isted above are independent
of conpany procedural devel opnent and work acconplishnent that
woul d be subject to evaluations. The supervisor of the interna
eval uation function should either be from top managenent or have
straightline reporting authority to top management.

e. Wien full-time dedicated resources are not practical
devel oped procedures should show that Fersons havi ng direct
responsibility for the areas to be evaluated are not involved in
the selection or supervision of the internal evaluation team nor
are they involved in any evaluation functions. In addition, it
is highly desirable to have tenporary eval uation personnel exenpt
from other duties and conpletely dedicated to the Interna
Eval uati on Program

4 ORGANI ZATI ON CHART. An organi zation chart that clearly
shows the position of the internal evaluation function in the,
repair station's organization should be prepared. This position
shoul d reflect both the programs independence wthin the
corporate structure and straightline reporting to top nanagenent.

5 REPORTI NG PROCEDURES. Reporting procedures should show that
top managenent will be infornmed through straightline reporting
channel s about the schedule, plans, results, and follow up
actions of the Internal Evaluation Program  The procedures
outlined in this section of the program plan shoul d specify the
frequency, format, and structure for reporting information to top
management. A procedure should also be devel oped that explains
how the review by top nmanagenment w |l be docunented.

6 PECI FI ED AREA ERED. A certificate hol der should
specify the areas that are within the scope of review under the
Internal Evaluation Program  The FAA believes that the nost
effective Internal Evaluation Program will enconpass a conplete
review of all of the repair stations technical operations
However, a repair station may elect to limt the evaluations to
only a part of the technical operations, and it may elect to

i ncl ude nontechnical functions that are not subject to FAR
requi rements. Also, the repair station may elect to phase-in an
internal evaluation program with Iimted coverage for an initia
period and expanded coverage in |ater phases.
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7 SCHEDULE PROCESS  The scheduling process should be
conprised of the follow ng el ements:

_ §u Schedul ed eval uations over a predeterm ned cal endar
peri od.

b Special evaluations when trends are identified or
priorities are set by top managenent.

c. Followup evaluations to verify the effectiveness of
corrective action plans or in response to findings.

d The program plan shoul d include procedures for planning,
devel oping, and coordinating the internal evaluation schedul e.
The responsibility for planning and devel opi ng schedul e
activities should also be defined.

8 RECORDS..Tie | nt ernal Eval uation Program shoul d have

a’ defined recordkeeping process. Procedures should specify
how records are filed and maintained. Standard forms or formats
for filing reports should also be s eC|f|eJ[ The JO||omﬁng is a
suggested list of records that should be maintained:

a. Schedul ed eval uation reports.
b. Special evaluation reports.
c. Follow up evaluation reports.

d Responses to findings or concerns contained in
reports.

~e. Corrective action plans submtted in response to
findings.

9 TRAI NI NG If feasible, the repair station should specify_
that evaluators receive sone type of training in quality auditing
and_eval uation BflnClpleS, and systens anal ysis techniques. This
training could be from any one of conbination of the follow ng:

a. In-house training course or on-the-job training.

b College courses.

c. Home study course materials.

d. Industry semnars and workshops.

e. Selected FAA courses.
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APPENDI X 2.. AUDI Tl NG TECHNIOUES
1 PURPGSE.  This appendix reviews some of the standard auditing

techni ques that would apEIy to evaluations conducted under a
repair station Internal Evaluation Program

2 INTRODUCTION.  Every organization establishes plans,
objectives, a nethod for translating obj[ect|ves Into actions.
This is generally acconplished through the devel opment of

policies, systens, and procedures.

a. Policies are decisions; systens and procedures are the

methods for carrying out decisions.” Hence,  establishing and
mai nt ai ni ng:l]_ effective policies, systems, and procedures~are ways
|

of controlling the activities of an organization.

Wat ever an organi zation's functional activities, sonme

h.
nethed @ff review or appraisal is necessary to conpare
acconpl i shnents with intended policies, systens, and procedures.

Exanpl es of Foor products may be the result of a breakdown in

procedures,, [ack of supervision, or insufficient nmanagement

st andar ds.

3  AUDIT PROGRAM A management audit programis defined by its
areas of exam nation. In any management audit, the critica

areas for review are:

a. Organization. How the area under aPRrai sal 1S organized
and how the actual organization conpares to the stated conpany

or gani zation.

b Policies. \hat policies exist and how effective are
those policies? Such a review should also include a _
determ nation of how policies support conpliance wth applicable
| aws and regul ati ons.

~¢. Systtemes and _Procedures. \Wat svystens. and procedur es
exi st and what possible defects or |rreg}3?ar|t|es e>E| st’?

d Controls. What system controls exist and are the
adequate and effective? y y

4. SYSTEMATIC AUDIT PROCEDURES. A systematic audit method is
based upon accepted auditing practices,sa.that those relying on
the audi ting programcan be confident that results are accunait:.
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a.  The main steps in auditing are the pla ninq,
inpl enentation, and reporting phases. In the planning stage, the
scope and objectives of an audit are determned by the needs of
the client (in conjunction with auditors) along wth. the timng
for the initiation and conpletion of the audit. Auditors are
sel ected based on individual qualifications and the scope of the
task. ~Wrk assignments for the auditors are determ ned. _
Entities within an organization are notified of a pending audit.
The audit team makes a reI|n1nar¥ assessnent of the established
system (controls, procedures, systems, documentary evidence, .
efc.) within the area to be audited. ecklTsts Tor the audit

area are devel oped and a schedule for conducting the audit is
det er m ned.

b Evidence is gathered via review of documents, |
observations, records checks, and interviews wth key individuals
in the areas under review Detailed checklists are used to
ensure that all areas of interest are covered. Auditors are
careful to keep a record of auditor activities, |ncﬁudkng the
times and dates for conpleting an audit activity. n t way,
audit results can generally be reproduced, andthe status of work
conpleted and still to be ‘acconplished is constantly known.

e.. The evidence devel oped during. an audit my be portrayed
as findings or concerns. Upon conpletion of an audit, results§

are presented to relevant managenent before a witten report is
devel oped.

d In the report|ng phase of the audit, a witten report on
audit results is prepared, including information that can help
the user of the report to take anropr|ate corrective actions. A
witten report generally will include a dPSCLIptIOﬂ of the
purpose and scope of the audit, details of the audit activity,
audit results, and supporting evidence.

APPL Y| NG AUDI TI NG TEGHNITOUES_TO | NTERNAL EVAL UATI ON.  The

fol | ow ng discussion provides an overview of the four fundamenta
stePs suggest ed when conducting an audit under an interna
eval uation program

a. ldentify Kev_System Characteristics: Understandins the
Requirenents. As a first step, an evaluator preparing an audit
program needs to be cognizant of external_requireggnts and othFr
f&etors that may inpact managenent's deci sions. VI ous exanpl es

Qf|3%fh external influences wthin the aviation environment
I ncl ude:

(1) Regul ati ons.
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2)) FAA gui dance and policy.
3)) Equi prent manuf acturer gui dance and specifications.

4)) I ndustry trends or incidents.
_ 5) An effective audit programincludes provisions to
verify that appropriate external influences are recognized in the
managenent structure. An eval uator should use current FAA
prograns and materials (available through the |local Flight
Standards District Ofice) to ensure that the audit program
?dd{esses all appropriate external requirenments and other

actors

(
(
(
(

(6) An internal evaluation should normally go beyond
nerely verifying conpliance with the regulations and other
appl i cable legal standards. A thorough programwil| be designed
to determne and evaluate how an organization's policies,
practices, systems, and procedures account for and incorporate
all external and internal requirenents. Therefore, the eval uator
must know how to translate pertinent requirenents into key system
characteristics.

.. (DFor exanple, § 145.43 of the FAR states that a
certificate hol der must keep certain records pertaining to
supervisory and inspection personnel. A conpliance audit woul d
sinply ensure that copies of personnel qua?PP}catlon records are
maintained. The results either confirm conpliance or ,
nonconpliance at the point and tinme of the audit, but provide no
assurance that conpliance will exist each day unless, of course,
such an audit is done every day.

_ (8) Like a conpliance audit, an internal evaluation
will also verify that qualification records are naintained in
accordance with § 145.43. However, because internal eval uation
is a managenent audiitt, the first step becomes identifying how
this external requirenment is managed Within the personne
qualification process. |n other words, an evEIuat%r shoul d
reco%nlze that the recordkeeping systemis a key characteristic
of the personnel qualification process.

_ (9) The personnel qualification process shoul d include
a series of controls that nonitor and verify the retention of
personnel qualification records. The evaluator needs to verif
that managenent has designed the personne quaflflcatlon proceZs
to include such controls.” An audit of personnel records shoul d
not begin until the existence of these controls has been

verified.
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b Identiiffviimar SystemContraols: Use of the Checklist.

_ (1) The second step of the internal evaluation process
i nvol ves translating the understanding of key system
characteristics into a method for identifying system controls
whi ch are inherent managenent features that ensure that interna
and external requirements are fulfilled.

_ (2) A key technique for the evaluator to accquIish
this step i's through the devel opment of a checklist. the
sinplest |level, a checklist denotes points to be checked. Mre
inportantly, checklists help evaluators and auditors deternine
the correct order in which to proceed with an evaluation. A
checklist supplements an evaluator's nenory and provides the
basis for reconstructing an audit trail

e. Criteria checklist.

(1) One inportant form of checklist is the "criteria"
checklist. A criteria checklist verifies conpliance with a
standard, regulation, or called-for procedure. In essence, a
criteria checklist question is the trapsposition of a standard,
regul ation, or procedural requirement into a question

(2) For exanple, § 145.45 of the FAR requires stations
to prepare and keep current a manual containing inspection
procedures. A criteria checklist question of such a requirement
asks, ‘""Dees the certificate holder nmaintain a current |nsp%ct|on
procedures mnual ?" Standards, requirenents, etc., often have
subset standards. A criteria checklist, therefore, needs to
address individual subsets of a particular standard. Each manua
required by § 145.45 includes a nunber of required subsets, such
as explaining the internal inspection system stating the .
prelimnary inspection procedures, and describing the continuity
of inspection responsibility. Such subsets nust be deterni ned
a?d gaq$ part of the criteria checklist when assessing a
st andar d.

d. Despat 1 klist.

(1) Anot her tYpe of checklist, sonetines referred to as
a "departnental " checklist, structures questions according to
discrete departments and/or tasks. Such checklists define the
organi zation, resources, equipnent (if any), and/or tasks, and
ask questions such as, "What Is the personnel |evel required for
this departnent or tasks?" and, "Are sufficient personnel
available to perform the task or departnental function?"
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~ (2) For exanple, a 'departmental' checklist for the
evaluation of a repair station's incomng materials inspection
process wl| ask questlons such as, Who receives inconming parts
and material s?'; "is the received part invoice conpared to the
purchase order?"; and, "What procedure ensures that high priority
parts are handled quickly and careful [y?"

e. Dfferences Between the Criteria and Dex=artmentall
Checkl i st.

(1) As denonstrated fromthe above di scussion, a _
departnental checklist goes beyond verifying that an organization
complies with required criteria. A departmental checklist _
identifies the existence of controls within a 3|ven area to guide
the acconplishment of external requirenents and to neet interna
pl ans and objectives.

(2) For exanpl e, recordkeeping should be a key
characteristic of the personnel qualification process. A
criteria checklist would ask, "Are personnel qualification
records kept current?" A departmental checklist, however, woul d
break demmtthis requirement into a series of questions designed
to identify the existence of controls that will ensure that
adequat e recordkeeping nethods are a part of the personne
qualification process. For instance, questions mght include:

o _ (i)) who i s responsi ble for maintaining personne
qual ification records?

o ~(i1) What procedure verifies that personnel
qualifications records are naintained for each supervisor? Are

these procedures witten?

_ (3) Obtaining answers to these types of questions is a
primary part of the internal evaluation process. They provide
I ndi cations of how well the organization is managing conpliance.
The answers help the evaluator identify areas of potentia
weakness, and thus determne best how to allocate audit resources
to test the process.

f Eval uation of Controls - Do Thev Wirk?. Only after

identifying the existence of.key controls should the eval uator
actual 'y inspect, observe, or sanple the defined audit
population. In this manner, the evaluator not only verifies
current conpliance, but also evaluates the effectiveness of
identified controls to ensure continuous conpliance.
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. (1) An essential technique for the evaluator to ap?ly
dutiigg thi's step is samplliiger. A sanpling rate of 100 percen
woulld, Of coutrse, contribute to a high degree of reliability and
aceu#acy. Practical eensideratioens such as tine and econom cs,
however;, of'ten obviate the desire to sanple every itemin a
popylattion. But faced with 1,000 records of an action, how many
records shoulld an auditor exam ne before he or she can be
reasonabjly certain that a conclusion about the records is.
relliiabl e? Tables to guide sanple size selection are readily
available.

. (2) The table belowis an exanple of those used in
sampling. This table is part of the guidance FAA inspectors
receive for conducting inspections. This sane table is found in
the FAA's Air Transportation Operations Inspector's Handbook
(Order 8400..10))..

Table 1. Table of Sanple Sizes — Number of I|nspections
Reconmended To Achi eve a 95% Confi dence Level

Population of Homogeneous Group Recommended Number of inspections

Uptio HOD 50% (50)
200 A% (80)
400 35% (140)
500 33% (165)

1,000 28% (280) 1
2,000 16% (322)
3,000 11% (330)
4,000 8.5% (352)
5,000 7785 (355)
10,000 3.7 (370)

(3) Evaluators should recognize that sanpling is only one
tool used in an audit. The sanpling table above is used as part
of a random sanpli n% process. Random sanpling of an entire
popul ation nay not be the nost effective means to check for a
paraneter. Sanpl es suppl ement, but do not replace, common sense,
good judgment, and experience. Wen conbined with the results of
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the checklist, deficiencies found in the sample can begin to be
evaluated as either isolated occurrences or signs of
control/management weaknesses.

g. Reporting Results. As with any audit, the final
stage of an audit performed under the internal evaluation
approach should be the concise reporting of results.
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1. PURPQSE. Related reading materials may be ordered as
follows:

a. Alr Carrier Internal Evaluation Model Program Guide,
dated February 1992: $27 per copy. Order from:

National Technical Information Seruice (NTIS.
U.S. Department of Commerce

5285 Port Royal Road

Springfield, VA 22161

Tel: 800-553-684% Fax: Yo3-32L-854%
ew-%m-mmmo

Reference: PB92238658XSP

b. Joint Aviation Requirements (JAR) Part 145, Approved
Maintenance Organisations. Order from:

Civil Aviation Authority
Printing and Publishing Services
37 Gratton Road

Cheltenham, GL502BN

England

Attn: Sales Department

Fax: 44-242-584-139
c. International Organization for Standardization (ISO)
Part 9000, Quality Systems: $235, plus $16.45 handling charge.
Order from:
. American National Standards Institute (ANSI)
11 West 42nd Street
New York, NY 10036

Tel: 212-642-4900 Fax: 212-302-1286
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d.
Reports:

e.

FAA National Aviation Safety Inspection Program Annual
$27 per copy. Order from:

National Technical Information Serxvice GNEIS.
U.S. Department of Commerce

5285 Port Royal Road

Springfield, VA 22161

Tel: 800-553-6847 Pax: %o02-320 8547
703-487-4650

Reference: ADA274471XSP

AC 145-3, Guide for Developing and Evaluating Repair

Station Inspection Procedures Manuals (2/13/81); and Change 1
(2/10/82): Available free of charge. Order from:

U.S. Department of Transportation
Property Use and Storage Section
M-48.3

Washington, DC 20590

Fax: 202-366-2795
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